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THE  SCHOOL  DEPARTMENT  BUDGET  - A MOVING  TARGET 
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The  Boston  School  Department  budget  has  become  a moving  target.  Uncertainty  over  the 
actual  amount  of  authorized  school  spending  has  contributed  to  a pattern  of  deficit 
spending  that  is  likely  to  be  repeated  in  fiscal  1988.  Most  city  departments  receive  an 
annual  appropriation  for  operating  expenses  which  may  be  supplemented  by  the  Mayor  and 
City  Council  with  an  additional  appropriation  if  necessary.  The  School  Department, 
however,  is  funded  by  a multiplicity  of  revenue  sources  in  addition  to  its  annual 
appropriation.  Not  all  of  these  sources  may  be  relied  upon  from  one  year  to  the  next. 
Actual  revenue  may  vary  substantially  from  original  estimates,  obscuring  the  real  bottom 
line  and  making  it  difficult  for  city  and  school  officials  to  control  spending.  Over  the 
last  two  years,  the  Fljmn  Administration  has  preferred  to  cover  school  overspending  with 
city  surpluses,  rather  than  balancing  the  budget  with  supplementary  appropriations.  The 
City's  willingness  to  utilize  other  sources  of  discretionary  revenue,  particularly 
one-time  revenue,  to  support  continuing  school  operations  has  raised  the  level  of  school 
spending  beyond  original  expectations  and  increased  the  incremental  share  of  city 
appropriations  necessary  to  maintain  this  level  of  service  in  the  future. 

WHAT  IS  THE  SCHOOL  BUDGET? 

According  to  the  City  Auditor,  the  School  Department's  fiscal  1988  general  fund  operating 
budget  is  $311.6  million,  the  amount  appropriated  by  the  Mayor  and  City  Council.  In  his 
appropriation  request  to  the  City  Council,  the  Mayor  identified  an  additional  $13.0 
million  in  other  discretionary  revenue,  raising  the  school  budget  to  $32A.6  million.  In 
November,  1987,  the  Superintendent  reported  to  the  School  Committee  that  the  city 
administration  had  identified  another  $3.6  million  in  new  revenue  which  is  detailed  in 
the  table  below.  He  explained  that  these  funds  would  be  used  to  offset  certain  deficits 
and  would  not  be  added  to  the  budget.  In  effect.  City  Hall  had  agreed  to  raise  the  level 
of  discretionary  school  spending  to  $328.2  million  by  allowing  the  School  Department  to 
write-off  $3.6  million  in  operating  costs  to  non-operating  accounts. 


Fiscal  1988  Discretionary  Revenue  Budget 
($'s  in  millions) 


Source  of  Funding 

Original 
City  Estimate 

New 

Revenue 

Current 
City  Estimate 

Bureau 

Estimate 

Projected  Rev 
Surplus  (Def) 

City  Appropriations 

$311.6 

$311.6 

$311.6 

$0.0 

Other  Discretionary  Revenue 

13.0 

$3.6 

16.6 

10.2 

(6.4) 

Equal  Education  Opportunity  (State) 

4.3 

4.3 

4.3 

0.0 

Professional  Development  (State) 

2.A 

2.4 

2.4 

0.0 

Unspent  State  Grants  frcm  Prior  Years 

0.0 

0.7 

0.7 

0.7 

0.0 

Fiscal  1987  Inpact  Aid  (Federal) 

2.5 

2.5 

2.5 

0.0 

Fiscal  1988  Inpact  Aid  (Federal) 

2.5 

2.5 

0.0  @ 

(2.5) 

Unclaimed  Title  VII  Funds  (Federal) 

0.0 

1.5 

1.5 

0.0 

(1.5) 

Prior  Year  Reserves  (City) 

1.0 

1.4 

2.4 

0.0  * 

(2.4) 

Fiscal  1988  Indirect  Cost  Recovery 

0.3 

0.3 

0.3 

0.0 

Total 

$324.6 

$3.6 

$328.2 

$321.8 

($6.4) 

@ Assunes  fiscal  1988  entitlement  will  not  be  recog^iized  until  fiscal  1989 
* Assunes  that  these  funds  are  not  available  unless  appropriated  by  the  City  Council 


The  school  budget  is  further  clouded  by  the  likelihood  that  actual  receipts  will  fall 
below  budget  estimates  in  a number  of  revenue  accounts.  In  a July  21,  1987,  Bureau 
Brief,  the  Bureau  warned  that  the  City  may  have  overestimated  the  amount  of  other 
discretionary  revenue  available  for  school  purposes.  For  example,  the  late  receipt  of 
Impact  Aid  distributions  over  the  last  three  years  has  resulted  in  the  entitlement  for 
the  current  year  not  being  recognized  until  the  following  year.  The  School  Committee  has 
still  not  received  last  year's  fiscal  1987  distribution.  Given  this  experience,  the 
fiscal  1988  entitlement  is  more  likely  to  be  recognized  in  fiscal  1989,  reducing  this 
year's  revenue  estimate  by  $2.5  million.  In  that  same  report,  the  Bureau  also  questioned 
the  legality  of  the  City's  continued  use  of  prior  year  reserves  as  a current  year  revenue 
source  without  further  appropriation.  That  calls  into  question  both  the  original  $1.0 
million  estimate  and  the  subsequent  $1.4  million  addition.  Furthermore,  the  $1.5  million 
in  unclaimed  Title  VII  funds  is  not  a new  entitlement,  but  a reimbursement  for 
expenditures  incurred  in  fiscal  years  1984,  1985  and  1986.  That  leaves  the  School 
Department  with  expected  and  allowable  revenue  of  $321.8  million  against  a current 
spending  plan  of  $328.2  million,  resulting  in  a potential  shortfall  of  $6.4  million  this 
year.  Appropriation  by  the  City  Council  of  the  $2.4  million  in  prior  year  reserves  would 
reduce  the  shortfall  to  $4.0  million. 

RECOMMENDATIONS 

1)  The  Superintendent  and  the  School  Committee  should  be  held  accountable  for  living 
within  their  annual  budget.  The  School  Department  recorded  general  fund  operating 
deficits  of  $3.9  and  $7.6  million  respectively,  in  fiscal  years  1986  and  1987.  The 
Superintendent's  monthly  budget  update  report  should  be  adjusted  to  report  gross,  not 
net,  operating  expenses.  Quarterly  personnel  allotments  and  other  spending  controls 
available  to  the  City  should  be  vigorously  enforced  by  the  City  Auditor. 

2)  The  Mayor  should  submit  to  the  City  Council  a supplemental  school  appropriation  order 
which  recognizes  the  appropriate  level  of  additional  city  funding  necessary  to  balance 
the  school  budget  this  year.  If  $328.2  million  is  indeed,  the  new  agreed  upon  level  of 
school  spending,  the  Mayor  should  should  ask  the  Council  to  appropriate  the  difference 
between  estimated  and  actual  receipts  of  those  revenues  now  used  to  support  that  $328.2 
million  figure. 

3)  The  City's  Corporation  Counsel  should  issue  a formal  opinion  on  the  use  of  prior  year 
reserves  as  a current  year  revenue  source.  The  Bureau  believes  that  these  funds  must  be 
appropriated  by  the  City  Council.  Furthermore,  this  revenue  source  is  highly  uncertain 
and  should  not  be  used  to  support  continuing  operations. 

4)  As  part  of  the  annual  budget  process,  the  Auditor  should  certify  to  the  Mayor  and 
City  Council  that  the  sources  and  amounts  of  outside  discretionary  revenue  being  used  to 
support  school  operations  are  reasonable  and  consistent  with  generally  accepted 
accounting  practices.  The  use  of  one-time  revenues  and  questionable  entitlements  to 
cover  current  costs  will  only  exacerbate  the  funding  gap  that  is  quickly  beginning  to 
develop  between  what  the  School  Department  says  it  needs  and  what  the  City  is  willing  and 
able  to  support. 

5)  The  School  Department  budget  for  fiscal  1989  should  include  all  estimates  of  revenues 
and  expenses  in  an  "all  funds"  budget  presentation  as  the  City  plans  to  do  next  year.  In 
addition  to  the  city  appropriations  and  other  discretionary  revenue  discussed  above,  the 
School  Department  receives  another  $42.0  million  in  categorical  federal  and  state 
grants.  These  funds  are  intended  to  supplement,  not  supplant,  the  basic  school 
curriculum.  However,  it  has  become  increasingly  more  difficult  to  determine  where  the 
basic  curriculum  ends  and  where  special  programs  begin.  Title  I funds,  for  example, 
support  most  of  the  system's  remedial  reading  and  math  programs.  Programs  such  as  these 
are  now  recognized  as  vital  components  of  the  core  curriculum  and  should  be  integrated 
into  the  overall  budget  discussion. 
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